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against financial policy correct, but that social 
poverty is unnecessary, and is in fact a crime against 
Socicty out of which the other questions of unemploy- 
ment and war arise. . 


CHAPTER XII 


THE PRICE OF PENURY :— 
AN ANALYSIS OF PRODUCTION COSTS AND 
PRICE-FIXING 


PRELIMINARY 


Ir is not logical to say that the price of scientific 
progress is economic poverty; nor that the cost of 
closer communion between the peoples of the world 
is economic war. However the mind prejudiced by 
preconceived ideas may regard the present economic 
organisation, he cannot, unless indeed he is wilfully 
blind, express satisfaction with the results of the 
present methods, 

On the one hand applied science holds the key to 
unlimited wealth; further, new treasures are con- 
tinually becoming available for the use of men, The 
conversion of this natural wealth, also, from the raw 
state to the form most useful to the consumer, is con- 
tinually becoming easier :— 


The continual tendency of scientific progress is 
to remove the burden of labour from men to 
machines, and to make their planetary home 
more and more one unit to their immediate 
consciousness. 


Must the labourer therefore starve because his work 
may be done more efficiently by a machine? Such is 
not the policy of thinking men, and if such an effect 
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is imposed in practice, it must be because of a defect 
in a System that has passed beyond the stage of con- 
sciousness, and become to the minds of men an “ in- 
evitable,’’—equivalent to the operation of a natural 
law. 

Therefore when approaching the very core of the 
new analysis of “ financial” economics, deliberate 
thought must be applied to the manner of approach. 
It must be remembered that on the other hand from 
the admitted triumphs of the productive sciences there 
is a darkness of individual poverty, misery, and 
degradation, and the rumblings of collective discon- 
tent and revolt. 

Further, it must be emphasized again that the 
economic system is not a system into which the habits 
of men must mould themselves, but that it is merely 
the statement of those habits as interpreted by 
economic students. 

If in the intricate and  rapidly-expanding 
mechanistic civilization of the past century, the 
methods of control have had to be based on ready- 
made theories, it is permissable to criticise those 
theories by the effects of their application and, if 
their effects are seen to be poverty in the midst of a 
gigantic producing organisation, and struggle for the 
maintenance of disappearing foreign markets, every 
diagnosis of the defects of the system should be 
received with the proper atmosphere of scientific 
detachment, and if the remedy, as it were, is sug- 
gested naturally by a recognition of the disease, then 
it may be hoped that no class-interest or other un- 
scientific prejudice should prevent the necessary 
amendment of the old and trial of the new method. 

Some fundamental agreement is necessary to 
appreciate the force of an argument; it must there- 
fore be taken as admitted that, if the element of 
““ money ”?” were entirely climinated, and the produc- 
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ing system allowed to work at fullest capacity for the 
production of GOODS DESIRED BY THE COM- 
MUNITY, and finally, if each individual were to 
become entitled to a proportionate share of these 
goods limited only by the extent of production, then 
indeed the words “poverty” and “want” would 
ve no meaning to any citizen. , , 
ae ern that this in theory is possible, Major 
Douglas identifies the flaw in the system which nee 
it impossible in practice, by the present method x 
distributing GOODS to individuals by means 0 
money-tokens. This is the point (No. 9) which in 
Chapter XI summarized the effects of the present cir- 
culation of money, and it is advisable to state the 
argument of Major Douglas in his own words. 
THH DOUGLAS THEOREM REGARDING PURCHASING POWER 
Briefly, the point emphasized is that the purchas- 
ing power issued to individuals MUST be included 
in the cost on which Price is based, and that the cost 
includes OTHER PAYMENTS, the Price therefore 
always being greater than the _purchasing-power 
available to meet it. The proposition as stated by 
Major Douglas was given in the preceding chapter, 
and must be repeated :— 


s ages, Salaries, and Dividends distributed 
ane a given period do not, and cannot, 
buy the production of that period; that 
production can only be bought, i.e., dis- 
tributed, under present conditions by a 
draft, and an increasing draft, on the 
purchasing-power distributed in respect of 
future production, and this latter is mainly 
and increasingly derived from financial 
credit created by the banks.” 


There is contained in this theorem a dynamic si 
ception of industry that is opposed to the static con 
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ception commonly held, and this idea of “ flow ” has 
proved to be elusive to many students, primarily 
because they endeavour to approach the problem with 
the older method of attack. Major Douglas supports 
the theorem as follows: 

“A factory or other productive organisation has, 
besides its economic function as a producer of goods, 
a purely financial aspect. It may be regarded on the 
one hand as a device for the distribution of purchas- 
ing-power to individuals through the media of wages, 
salaries, and dividends, and on the other hand, as a 
manufactory of prices,—financial values. From this 
standpoint its payments may be divided into two 
groups :— 


Group A. All payments made to individuals. 
(Wages, Salaries and Dividends.) 

Group B. All payments made to other organisations. 
(Raw materials, Bank Charges, and 
other External Costs.) 


“Now the rate of flow of purchasing-power to 
individuals is represented by A., but since all pay- 
ments go into prices, the rate of flow of prices cannot 
be less than A. plus B. The product of any factory 
may be considered as something which the public 
ought to be able to buy, although in many cases it is 
an intermediate product and of no use to individuals 
but only to a subsequent manufacturer: but since A. 
will not purchase A. plus B. a proportion of the pro- 
duct at least equivalent to B. must be distributed by 
a form of purchasing-power not comprised in the 
description grouped under A.” 

In further elaboration, he gives the actual cost. 
figures of one industrial operation : 

“ A steel bolt and nut weighing ten pounds might 
require in the blank about eleven and a half pounds 
of material, representing, say, 3/6. The net selling 
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rice of the scrap recovered would probably be about 
Ea The wages value of the total man-hours 
expended on the conversion from the blank to the 
finished nut and bolt might be 5/-, and the average 
plant charge 150% on the direct time charge, ie., 7 /6. 
The factory cost therefore would be 15/11, of which 
7/6 or just under one-half, would be plant charge. Of 
this plant charge probably 15% or about 5/7 is 
represented by the sum of the items which are either 
afterwards wiped off for depreciation and conse- 
quently not distributed at all at that time, or are 
distributed in payments outside the organisation, 
which payments must clearly be subsequent to any 
valuation of the articles for which they are paid, and 
do not affect the argument. Without proceeding to 
add selling charges and profit, it must be clear that a 
charge of 15/11 on the world’s purchasing-power has 
been created, of which only 6/10 is distributed in 
respect of the specific article under consideration.’ 
The conclusion drawn by Major Douglas is that if 
the purchasing-power issued by one factory in any 
one unit of time cannot buy the product of that 
factory during the same unit of time at the price 


-which the present system necessitates, and if all 


factories must price their production in a similar 
manner, (as they do), the aggregate purchasing- 
power in the hands of individuals must always be 
less than the price of the aggregate production which 
it is expected to buy. 

Thus the necessity arises to export goods, or to 
obtain new bank credits to buy the surplus, or to 
distribute new purchasing-power to the individuals of 
the community. | 

But such purchasing-power can only he dis- 
tributed in return for work on further 
production and therefore creates a new 
“price” equal to itself. 


meeer 


218 Real Wealth and Financial Poverty 
se ee a ie, 


“ Thus it is that we find the whole industrial world, 
either glutted with unsaleable accumulations of stock 
or else plunged into a maelstrom of production, a 
mad striving of the various communities to earn, by 
producing goods, sufficient wages and dividends to 
purchase the accumulated production of the past, and 
being left ever farther behind in the race.” (C. M. 
Hattersley, M.A. ‘ The Community’s Credit.’’) 


DEFINITIONS 


Knowledge of the actual operation of the financial 
system renders the main conception of the theorem 
quite intelligible, but some of the minor implications 
may require elaboration. It should be noted that the 
principal points regarding the issue and circulation 
of currency, set out in the preceding chapter, are 
crystallized in -this statement of the fundamental 
defect of the system, and that the points emphasized 
arise naturally from the foregoing examination of 
the Money Trust and the impact of its policy on pro- 
ductive industry. The Douglas criticisms are state- 
ments of fact that must be accepted, and when 
accepted his interpretation of them follows logically. 
The following paragraphs illustrate the point; these 
are replies given to criticisms very often passed upon 
the theorem, to explain propositions, i.e., i 

(1) THAT ALL MONEY IN THE HANDS OF 
INDIVIDUALS HAS BEEN IN FACT INCLUDED 
IN COST OF PRODUCING GOODS AND THERE- 
FORE IN PRICE. This obvious fact is not always 
admitted, even when the method of issue of money 
has been examined. New money comes from the 
Money Trust, in the shape of bank loans; purchasing- 
power is distributed by industry. The principal 
sources of the incomes of individuals place the state- 
ments beyond dispute :— 
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WAGES AND SALARIES— 


(a) In extractive, agricultural, and manufacturing 
industries are a part of the prime cost (wages) and 
factory or total cost (salaries) on which prices are 

ased. l 
i (b) In distributive trades, merchants, factors, 
wholesalers, and middlemen generally, are added to 
the purchase-cost of finished goods and included in 
price to the retailers; wages paid by the latter are 
included in the retail cost to the consumer, 

(c) In transport, general and financial or commer- 
cial organisations, and professions, are issued from 
the charge levied upon either the vendor or purchaser 
of goods for distribution, and therefore are charged 
in Price,—or alternatively are issued from the pay- 
ments received from individuals who transfer part of 
their previously-earned purchasing-power in return 

r services. 

O IVIDENDS, INTEREST, ANNUITIES, AND 
PROFITS (OF SOLE TRADER OR FIRMS) can 
be classed as above, but obviously these cannot be 
realized in the case of businesses until the industrial 
process has been completed by the sale of the “ Con- 


. sumable ”? goods and receipt of the “ price,” while 


they do not become purchasing-power until actually 
issued to the individual. Such income, therefore, if 
from a business cannot be realized except from Price 
—and if from another individual (as mortgage or 
loan interest, etc.) is merely a transfer of income 
earned elsewhere from one to another. 


RENTS.— 


Of business premises or lands are included in cost 
as overhead expenses, and are recovered in price, and 
similarly agricultural rents and mining royalties are 
part of the cost-basis of price. Rents of private 
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houses and lands are merely a transfer of purchasing- 
power from the tenant who “ earns” it from some- 
where, to the landlord. 

The remuneration of intellectual and artistic work 
must come from other individuals, and is therefore a 
transfer of purchasing-power earned in return for a 
service. It is not on record that any work of artistic 
or literary genius has ever been financed by the issue 
of a bank loan. The Cambridge professor receives 
his reward from a levy on the personal incomes of 
some individuals who have received it elsewhere as a 
profit or dividend, ete. 

It is therefore correct to say that all purchasing- 
power in the hands of individuals has been issued 
from the producing system, as. explained, and that 
an exactly equivalent “ cost” has been included in 
the price of consumable goods. The last two words 
suggest another common difficulty, regarding the 
proposition— 

THAT THE COST OF CAPITAL AND INTER. 
MEDIATE GOODS MUST BE RECOVERED IN 
THE PRICE OF CONSUMABLE GOODS. 

CAPITAL GOODS are best understood by the 
accountancy definition as all assets embodied in a 
permanent form (as opposed to stock-in-trade, etc.) 
and used for the purpose of further production. 
Land and buildings and public works such as roads, 
harbours, etc., are thus classified. In the case of 
businesses, such properties are usually acquired or 
built either by bank loans or by the investment of 
existing currency on the joint-stock principal. 
Therefore the costs of these properties are either a 
debt to the Money Market or to other individuals, 
whose purchasing-power has been reduced by a cor- 
responding amount. But the sole economic justifica- 
tion of such properties is the production of goods 
required by the INDIVIDUAL,—consumable goods, 
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xe wastage of the asset and recover ir 
SONORA enflclent to replace it—are both metas 
in the cost of whatever product the business oe : is , 
and the price is consequently raised agains soa 
the intermediate manufacturer or the consumer hi 
eo the case of Public Works the ‘‘ cost of po 
tion ” is received also either by bank loan or five 
sale of bonds—Government or Municipal paste g 
ete. On these interest must be paid, and a ae ing 
fund created for their redemption. Both interes oo 
capital cost are recovered by rates and taxes, { see 
ing Government or municipal trading to be re : 
as a business in which only a deficiency or Sag 
recoverable by taxation), and these charges me wh 
cluded in the accounts of all businesses as te a 
penditure recoverable in price; in the oS ee 
individual, part of the purchasing-pow 7 ear n 
him is appro a i ES for the com 
ice represented e charge. 
Bat in either case k is obvious that the ae om 
of the property is included in PRICE, together vo 
the inflationary See cael ae ee 
; themselves (or the Capital embod 
icy uae the power to create “ new ”? eG Ms 
specified percentage. The logical outcome of : ‘ ja 
is fully described in Chapter XI (How Capital go 
i ice). 
Oe RMEDIATE GOODS are familiar ; they 
` those commodities which, by the Specialization = 
industry, are the ‘ finished goods of oe 
and carried forward as the “ raw material ee i 
next process, until they reach a shape and state 
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direct use to the consumer. The various processes 
from the mining of iron ore through the turnaces, 
steelmaking, steelrefining, and so on until the minute 
springs of a watch are finally created from a part of 
the product, are obviously stages aiming at one result, 
the satisfaction of a consumer’s demand. Equally 
obvious is the fact that the cost of every intermediate 
stage MUST be added cumulatively and paid for by the 
price set upon the finished product, because the price 
of that alone is the only point where the commodity 
is bought for CONSUMPTION, and not re-sold for 
profit. 

CONSUMABLE GOODS therefore are priced to in- 
clude the costs of ALL intermediate and capital pro- 
duction, because they are the only point where the 
element of financial profit is displaced by purchase 
for the satisfaction of wants. They are the turning- 
point in the circulation of money, as they must be 
paid for by “ cash ” in the hands of individuals that 
has been distributed by production and charged in 
cost, and is thus recovered in price. 


The objection is sometimes made that the “ cir. - 


culation ” or “ efficiency ” of money creates pur- 
chasing-power over and over again, but this is not 
correct. When twenty shillings are paid to a retailer 
for consumable goods he must use, say, eighteen of 
them to pay the wholesale dealer, who must pay the 
manufacturer, and so on back to the source. The 
“ profit ” made at each stage is not new purchasing- 
power; it is merely part of the consumer’s 20/-, 
which has been transferred from him to another 
““consumer.’? When the “ money” concerned is 
re-issued it bears an equivalent cost, and therefore is 
not an addition to relative purchasing-power. 
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PRICH-BUILDING 


The truth of the Douglas theorem should be 
apparent, and its accuracy may be proved by 
reference to any figures recording costs of production | 
and distribution, or any published accounts of manu- 
facturing companies :— 

(1) The cost of one article, as already given, shows 
that the amount distributed as purchasing-power 
must of necessity be less than the price-value created. 

(2) Similarly, the figures for one article are T 
to be reproduced when the financial values z 
one factory are euler as in so Trading an 

rofit and Loss Account for one year. 

Pra Therefore, an Aggregate Trading and Profit 
and Loss Account if prepared for the whole of in- 
dustry, (on similar lines to the Aggregate oe 
Sheet of the banks, already noted), would show the 
same facts in an accentuated form. 

PRICE-BUILDING IN ONE FACTORY. The 
figures for one article already given, show that i a 
Price (ie, a charge against purchasing-pow er) 
created of 15/11 only 6/10 was distributed as pur- 
chasing-power in respect of it. The following is ak 
analysis of financial values dealt in by a particu ar 
manufacturing company in the course of one year, as 
disclosed by their Trading and Profit and Loss 


Account. 


Payments made to Other — £ I: £ 
Organisations :— 

Raw Materials. 15285 0 0 
Travelling Expenses. 817 0 i 

Rates and Taxes. 239 0 
Postages and Stationery. 578 0 

Fuel. a 485 0 0 

Bank Charges. 402 ; 
Repairs. 236 


Total Outside Payments 17542 0 0 
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Charges included in Cost, and £ : £ 
not Paid Away :— 
Depreciation of Machinery, 995 16 0 
ete. 
Reserves. 242 7 0 


Total Reserve 1288: 8 0 
Payments to Individuals :— 


Manufacturing Wages. 18671 0 0 
Salaries. 1062 0 0 
Director’s Fees. 800 0 0 


Profit available for Dividend. 4058 17 0 


Total Purchasing-Power Distributed 19086 17 0 
Aggregate Cost, including Profit, Recovered 
by Sales = £87,867 0 0 


Assuming that the total profit is distributed as 
dividend, it is seen that just over 50% of the total 
cost has been distributed as purchasing-power, and 
that therefore 


By no possible means could the individuals em- 
ployed in this particular factory buy the 
total product of the factory, yet an amount 
has actually been recovered in selling-price 
of double the amount paid to these in- 
dividuals as purchasing-power. 


How this happens will become immediately 
apparent; meantime it must be noted that the two 
concrete examples given,—the first referring to a 
particular ARTICLE, and the second to a particular 
FACTORY, are based on the method of accountancy 


l universally accepted, which assumes that Total Cost, 


plus Profit, must be recovered in Price. Therefore 
it is obvious that the cost figures of every article 
produced, and the financial values of every factory 
operating in the industrial system, must show the 


same results, with varying percentages of purchasing- 
power issued. 
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Moreover, it cannot be contended that the money 
paid away to other organisations has been distributed 
as purchasing-power to individuals, and become avail- 
able for inclusion in the selling-price shown here. 
The accounting system is double-entry, and under 
present conditions failure to maintain the system 
means insolvency. Therefore, if it is assumed that 
the £17,542 paid to other firms is entered as sales (or 
income) by those firms, and paid away as purchasing- 
power, then equally the £37,867 received from other 
firms must be. entered elsewhere as costs, and the 
deficiency of purchasing-power is merely moved from 
one point to another. 


The money issued to other organisations, if dis- 
tributed by them as purchasing-power, IS 
INCLUDED IN ANOTHER COST, and 
received in another PRICE, in a manner 
precisely similar to the Account here 
analysed. 


Expanding this method of examination to include 
all the industrial and commercial activities of the 
nation, approximately the same set of payments and 
a similar statement of account would be required. 
Such a national account, however, would suffer from 
duplication, because in all cases excepting the receipt 
of money from the actual consumer (‘sales ’’), the 
amounts included as ‘sales’? of one firm would be 
stated as the “ purchases ” of another, or conversely 
the “ purchases ” of one firm appear as the “ sales m2 
in another firm’s account. 

It is thus apparent that the national account would 
contain items cancelling each other out, and the 
method may be examined in the building of price by 
“ process-costs,” applicable either to operators 
within one organisation or (as here shown) through a 
series of firms :— 
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Price-Bur.pinc By Process-Costs 


(1) Extractive 
(Mine) 


(2) Intermediate 
Manufacturer 
A. 
Furnace & 
Foundry. 


(8) Intermediate 
Manufacturer 
B. 

Steel Manuf, 


(8) Manuf. of 
Consumable 
Goods. 


£ 
Wages and Salaries, say, 5000 
Payments for Machinery 
and Capital. Charges, 
ete. - - - - 5000 
Total Cost ~ - 10000 
Profit 10% - - 1000 
Selling Price - - 11000 
Total Production sold to 
Intermediate Manufac- 
turer, appearing as 
** Sale ” in the present 
account :— —— 
—and “Cost of Raw 
Material ’’? in next ac- 
count :— 11000 
Other Charges - = 10000 
Wages, Salaries and 
Dividends - - - 8000 
Selling Price - =- 29000 
Sold to next Intermediate 
Manufacturer. — 
Cost of Raw Materials - 29000 
Other Charges - ~ 18000 
Wages, Salaries and 
Dividends - - - 16000 
Selling Price - - 68000 
Raw Materials - - 68000 
Other Charges - ~ 25000 
Wages, Salaries and 
Dividends . - - - 80000 
Selling Price - £118,000 
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Thus the Selling Price to the Consumer = £118,000 
and Purchasing-power issued in all 
processes = 60,000 


<. Deficiency of Purchasing-power = £58,000 


All the figures are arbitrary, and do not refer to 
any particular transactions, but similar tables can be 
compiled for any goods, and the final result shown 
is a ratio of purchasing-power to price similar to 
the manufacturing company’s account analysed 
above and is purposely ‘“ moderate ” from the point 
of view of this discussion. 

As a matter of actual experience, all business men 
know that, under the stimulus of scientific manage- 
ment and “ efficiency methods ” industrial operations 
are continually being standardised, and so soon as 


that happens, the performance of the work is being 


transferred to a machine. Thus the actual ratio of 
purchasing-power issued to the price raised is nearer 
1:4 than the 1:2 ratio used for demonstration. 

In the National Trading and Profit and Loss 
Account, therefore, as in the account for the 
individual factory shown, the essential facts would 
be; the aggregate amount paid out, and its destina- 
tion, and the aggregate amount received to cover the 
expenditure. 

Or, looking at the same process of price-building in 
another way, it could be assumed that the figures 
shown as the total deposits of the banking system as 
at the 31st December, 1920, plus the amount of cur- 
rency in actual circulation, represented the actual 
“money” available to finance industry FOR A 
SPECIFIED PERIOD. It could be assumed quite 


logically, also, that this money operated the whole 
industrial system regarded as one firm. In the very 
nature of the present method, therefore, we know 
that only a proportion between one-fourth and one- 
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half of the money would be distributed to individuals, 
and that this would be re-collected from them for A 
PROPORTION ONLY of the total production. The 
balance of the money would be “ paid away to other 
organisations,” and not to individuals. 

But since the industrial system is composed of 
myriads of individual “ organisations,” or firms, it 
would be apparent that the financial values not dis- 
tributed circulate, by means of “ the system of per- 
fected barter,” from the loan-issue stage through the 
accounts of depositors on the producing side of their 
activities. Thus the only movement of ‘‘ money ” in 
this way would be from deposit to deposit, or from 
loan to deposit, or from deposit to (repay) loan, and 
the prices thus built would be principally in the 
capital and intermediate stages of production, and 
would still remain to be liquidated in the selling 
price of consumable goods. 


NATIONAL PRODUCTION IS PAID FOR BY NATIONAL 
i CONSUMPTION 


Thus a summary may be made of the aggregate 
financial values entering into the national productive 
system, i.e.— 


(1) PRICE-BUILDING BY ACCOUNTING 
COSTS. 

(A) The Cost representing Work done 
(or Capital invested) and distributed 
to individuals as Wages, Salaries, 
and Dividends - : . - - 

(B) Inter-unit Payments for Other Costs 
not distributed, and representing the 
financial values of Capital and In- 
termediate production, normally 
financed in the first instance by a 
loan (of financial credit) from the. 
Money Market - - RET 8 Se 
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(C) The Cost of Imports - ant) - 
Total Price, being the financial value 

placed upon Aggregate National Pro- 100% 
duction - - - - - - - 
(2) PURCHASING-POWER ISSUED TO 

LIQUIDATE PRICES. 

(A) Issued to Individuals as 

Wages, Salaries, and Divi- 

dends per section (A) of 

“ Costs” - - - - 

Deduct amount re-invested 

by Individuals in industry 

and not used to purchase 

Consumable goods - _—_— 

Balance =——— 
Net Total of Purchasing-Power used by 
Individuals to purchase Consumable 
Goods - - - - - StS 
(B) The Price received for Exports, in- 
cluding ‘invisible’ or “intangible” 
exports of Capital and services; this 
item must be greater than Section 
C of costs in every individual country 
in the world, otherwise purchasing 
power is further reduced - - - 
Total, representing Aggregate Purchas- 

ing power used to buy Aggregate say, 

National Production as represented by 50% 

Total Price - - - - -> 


It must be observed immediately that Aggregate 
Production (represented by Total Price) includes all 
the activities of the industrial and commercial 
systems, and also that the Total Purchasing-power 


-used to meet the Total Price is against consumable 


goods only. _ f , 
This is because the National Trading Account 
must be. based on Accounting Costs, i.e. :— 
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THE TOTAL COSTS INCLUDED 
sad PRICE, = 
alanced against 
THE TOTAL AMOUNT COLLECTED 
FROM INDIVIDUALS, 
for consumable goods, and from every point 
7 view possible it has been seen that the 
ATE OF ISSUE of purchasing-power can 
never equal the rate of flow of costs in 
price ude. en Douglas theorem is 
e correc th i 
ie oe oth in general statement 


The present financial inter i i 
pres pretation thus impo 
the condition that apart from Bank loans, the pile 
paid by individuals to industry for Consumable 
ee (for eed own use) shall be the only means 
nancing the industri ; it i 
Soret Ie ay: rial system; it is therefore 
PRODUCTION IS PAID FOR BY 

/ CONSUMP- 

TION,—and again the actual facts of the present 


system, already stated, ser : TESE 
of the position = » Serve to show the impossibility 


(1) Purchasing-power is issu 
dustry, for Work, etc. See pe 

(2) Therefore purchasing-power is issued in 
respect of future production, and 

(3) Tt is expended, excepting three per cent 

savings,” on consumable goods for im- 

mediate necessities, such goods necessarily 
being produced at a past date. . 

(4) The Dynamic conception is thus demonstrated 
to be correct, and further, the period from 
date of production to date of recovery by 
price is continually lengthenin ý 

(5) Finally, the fature production” agen 
purchasing-power is issued tends con- 
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. tinually to expand the power of production ; 

and if the potential increased supply cannot 

be exported, the deficiency of purchasing- 

power must be remedied by bank-issues of 
financial credit on an ever-expanding scale. 


Since, however, those credits are issued principally 
to finance capital goods, and are included in further 
costs and new prices, while only a diminishing per- 
centage of them are issued to individuals as purchas- 
ing-power, the whole position is reduced to an im- 
possible absurdity, and the tragic penalties of 
periodic trade catastrophes like the present (1920— 
1924) prolonged deflationary cycle, are explained 
fully. 


ALL Purchasing-Power issued buys part only of 
Production 

The impossibility of the position is further em- 
phasized by examining the point noted when analys- 
ing the Trading Account of a particular firm ; that a 
firm serving the home market does in fact recover 
more in price than it issues in Purchasing-power. 

The apparent contradiction is explained easily, and 
may be better understood by dividing Industry 
roughly into three sections according to the type of 
work done :— 


(1) All production of Capital and Intermediate 
goods including Imports for the purpose of 
finally placing consumable goods before the 
“home market ’—in other words, of satis- 
fying the potential demand of the com- 
munity of individuals. 

(2) All production of Capital and Intermediate 
goods for the purpose of creating consumable 
goods for export; in this case, however, 
production ceases in many cases (e.g. textile 
machinery) at the Intermediate stage, and 
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does not procecd to the ultimate production 
(e.g. cotton clothing). As effecting the 
national producing system, however, all 
goods sold abroad have the effect of bringing 
in purchasing-power in the same manner, 
and the “favourable” exchange produces 
new purchasing-power. 

(3) All production of Capital goods that are 
neither exported nor made available for 
the use of individuals, in the sense of per- 
sonal consumption. (State productions of 
public works have of course uses beneficial 
to the community, but they are not, ob- 
viously, consumable goods.) 


In each section of production, the price of the goods 
finally “sold” or charged against purchasing- 
power, will be built up on accounting costs in the 
manner already analysed. 

Each section will include :— 


(1) Costs representing payments to Individuals. 
(2) Costs representing payments not distributed 
to individuals. 


and equally so, the purchasing-power issued for each 
section cannot possibly equal the price of the aggre- 
gate production of that section. 

Moreover, the aggregate production of two of the 

sections does not in fact become available for pur- 
chase by the community of individuals referred to as 
“the Home Market,” for whose satisfaction the 
whole industrial system, in theory, exists. 
_ Therefore the possibility exists of mecting the price 
of one section of production, by the combined pur- 
chasing-power of all three sections, and this in fact 
is what happens in practice, 
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g urchasing-power issued in respect 
= “Of aan P adicion, less “savings ga apd 
re-investments, is recovered in the pee 
PART ONLY, that being section one, ie 
consumable goods bought by the individuals 
of the Home Market. 


i tion,—and 
mption therefore pays for produc ; 
Po a for the production of goods that pate 
become available for consumption. The facts may e 
summarized diagrammatically. 


PRODUCTION-COSTS AND PURCHASING-POWER 


Unper THe Doveras “A+B” ANALYSIS 


The Froductive System. 
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RESULTS OF THD DEFECTIVE SYSTEM 


ed Legh of the Douglas theorem has 
» an appreci 
fault identified follows ESR ee as 
Combined with the inclusion of all purchasing- 
power in Price, the present system contains no 
Pe method of price-fixing. In theory prices are 
ixed by the law of (available) supply and (effective) 
demand, but in fact the upper limit alone is so fixed 
Goods are sold ‘‘ for what they will fetch,” but they 
cannot be sold at less than cost under the present 
hii without causing financial bankruptcy. 
us, an Increased flow of purchasing- 
causes an inflation of the PRICE of Toodi sane 
pre available, and a precisely similar increase of 
en a future goods in respect of which the pur- 
Seen Power is issued. The vicious circle cannot be 
The effects of the system, therefore, ar i i 
f , are an imposi- 
a oe uy upon the majority of individuals 
; i he e nation, and an insistence on the necessity 
or Export markets and capital production to justif 
g issues of purchasing-power. 7 
one nation could have a monopoly of th 
aoe of the world, then indeed the Tavonrahie Ex. 
change might keep the community of individuals in 
a state of prosperity; but no nation under present 
aban Ns can afford to bear a continuously un- 
foo exchange. How in fact could it supply 
e “money ”’ unless the creditor nation (as sug- 
gested in Chapter VII) began to lend it to them? ú 
The inevitable effects, in short, are poverty within 
nations, and international economic struggle leading 


towards war. The position i ; 
N. E. Egerton Bann e E well summarized by 


we ee, ene, Stee n 
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“ That civilization has now come to its deadliest 
moment of peril since the Dark Ages is hardly a 


‘matter of dispute among thinking people. A war- 


weary world which is yet dragging itself round the 
same treadmill-grind that led it to war; is already 
echoing daily with rumours of further immediate 
wars; an economic machine that creaks and groans 
on by uneasy fits and starts; unemployment rife 
throughout the world in recent years in face of the 
loudly-proclaimed need for wholesale reconstruction, 
and in our own country presenting us with the cer- 
tainty of a fifth successive winter of almost un- 
exampled blackness; an industrial machine clogged 
with its own products, while in every country there 
is an outcry against the poverty-stricken life of the 
majority—THAT is what we see around us.” 


RESUME 


Major Douglas summarizes the facts of the situa- 
tion as described by the theorem stated in the follow- 
ing terms i.e.,— 

The roots of the disease, then, are as follows :— 


` (1) Wages, Salaries, and dividends will not pur- 
chase total production. This difficulty is 
cumulative. 

(2) The only sources of the purchasing power 
necessary to make up the difference are 
loan and export credits. 

(3) All industrial nations are competing for 
export credits. The end of that is WAR. 

(4) The major distribution of purchasing-power 
to individuals is through the media of wages 
and salaries. The preponderating factor in 
production is improving process and utiliza- 
tion of solar energy. 
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(5) This latter tends t i 
l o displace wa 
o, ard ne panera ent distribution a 
c individuals. Th i 
factor in purchasin eee 
fact g-power thus i 
m ga importance and dominates pinduction. 
aan produchion is Consequently of a character 
i anded by those in control of credit and 
mn e ar Pon 
amenta derivation of credit i 
fale of individuals, and ‘tees 
cea i 
use it is breaking iowa. eae 
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CHAPTER XIII 


A SUMMARY OF CAUSE AND EFFECT, 
AND THE REMEDY SUGGESTED 


THE PURPOSE (AND THE PERVERSION) OF INDUSTRY 


Tap economic system is a means to an end,—that end 
(let it be repeated once again) is the satisfaction of 
the natural wants and cultural desires of the com- 
munity of individuals. 

The methods adopted by industry to achieve its end 
are technical; they are the application of scientific 
powers to natural resources, for the creation of 
economic utilities, —that is, the conversion of natural 
wealth from an unusable to a usable form. But the 
effects of industrial production are not technical ; they 
affect the individual as a sentient being. He does 
not regard commodities as “ economic utilities pro- 
duced by scientific methods,” but as the means of 
personal satisfaction,—first, to supply the animal 
needs of the human engine, and thereafter to create 
the material and mental environment in consonance 
with the higher aspirations, (be they called mind, 
intellect, or soul, or any other name). 

A certain English factory employs some 3,000 
individuals for the manufacture of low-priced con- 
fectionery,—the child’s ‘‘ penny per ounce” sweet- 
meats. The Managing Director is an advocate of 
“efficiency methods’’; and the whole aim of the 
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factory is high production, satisfactor 

aoe and the contentment of his eee ae 
a oe is carefully tended. It is quite cer- 
ee at the vision of some distant village store, of 
ae and interesting inefficiency, and a little child 
i he ering his coin,—not for the scientific product of 
he factory, but for a pennyworth of temporary hap- 
piness,—does not appear to the efficient organiser 

, oe idea of the individual as consumer is only con- 
- ai incidentally—that managing director is aim- 
mg ultimately not at the satisfaction of the con- 
her's wants but at the building of a satisfactory 
oe and an adequate financial reserve. 
n short, the industrial system is now fulfilling a 
nancial end, under financial dictation, and conse- 
quently the possessors of financial credit must control 
industrial policy and therefore the wealth (the well 
being) of the community in general. i 


THE POWER (AND THE RESTRICTION) OF PRODUCTION 


In accordance with the i 
tne proper purpose of indus 
A extent of production should be limited pene 
scientific conquest and prudent conservation of 
natural resources. Under a policy directed to the — 
proper end, the present industrial system possesses 
a power of production sufficient to raise the human 
pa above the mere subsistence-level, and place it on 
ans ye See Panona security—where its 
i intellectual and spiritual magni 
ae i t gnificence 
mig ; » perhaps, begin the final growth towards fulfil- 
The examples of such power ar j 
e manifold. F 
T i apih populated country as England, A 
war, raised the home-grown suppl 
wheat from eight weeks per year in 1913 to 43 aie 
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per year in 1918, and with proper organisation TO 
THAT END England could be self-supporting as 
regards wheat. 

At the River Rouge plant of the Ford organisation, 
it is possible to stand on the “ bridge ”’ of the blast 
furnaces and see on the one hand raw material in 
three separate streams, of coal, wood, and iron-ore, 
coming into the plant and at the other end the 
finished farm-tractors leaving under their own power, 
The liquid metal is run directly from the furnaces to 
the moulds, (this in itself being a revolution of 
method), and the raw materials are actually trans- 
formed into labour-saving machines in the apparently 
miraculous time of three days. 

With these labour-saving tractors, the staff now 
required to Jabour a farm of 5,000 acres, in cultiva- 
tion, could do the same work in 25 days, leaving 340 
days either as leisure or for other production. 

The Stanton de Lavoud process has introduced 
Jabour-saving machinery into the manufacture of 
cast-iron pipes, where previously it was considered 
that skilled labour was essential. With this process, 
a plant employing 30 men can produce 250 pipes per 
8-hour day. Thirty men using the old method (of 
sand moulds) could not produce more than 20 per 
day. 

The same process is apparent everywhere and the 
power of mass production is common knowledge. 
The industrial output during the war (when the 
“ producers ” were replaced by the aged and the 
women), astounded even the industrialists themselves, 
There was an engine of production at work in Great 
Britain at the end of the war which, if adopted to 
the usages of Peace by alterations very often only 
necessary in the later processes of production could 
have flooded the country with a plentitude of goods 
beyond compute, and, by the development of conser- 
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vation devices, with an increasingly less demand upon 
the “ capital ” provided by Nature. 

The work could have been done by machines, 
“ There was a potential power actually in use,” states 
Professor Soddy (in “ Cartesian Economics ’’), 
“ that could have pulled down and rebuilt every town 
and city in England, during these same five years 
that we have been lamenting our poverty and the 
scarcity of houses.” But such desirable activity 
could take place only if the point of view were 
adopted, that the industrial engine existed actually 
to produce the things needed by the community. 

The scientist states that the work should be done 
by machines. The financial economist states that 
men must work else they shall not be permitted to eat; 
the industrial engine, he says, in the fundamental 
conception provides WORK, not goods. 

Therefore since financial policy controls industry, 
production is permitted only to the extent and in the 
direction dictated by an anti-social and self-destruc- 
tive system, resulting in the continual tendency to 
or individual ‘ earnings ” down to the subsistence 

evel. 


CAPITAL AND LABOUR 


The only real power to-day is money-power; the 
most potent authority is now chiefly exercised through 
finance. 

Under present financial policy, industry serves a 
financial end; purchasing-power is distributed to 
ninety-five per cent. of the community, as producers, 
by the remaining five per cent. representing the con- 
trolling executive of the industrial organisation. 

Therefore, to the great majority of the individuals 
“ earning ” the right’ to live by working for money- 
tokens, the immediate expression of authority is 
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observed to be the employer,—the 
Capital. 

To the wage-earners, therefore, the person to whom 
application must be made for economic assistance is 
the capitalist, and if both employer and employed are 
under the impression that the SYSTIEM is sound, the 
only means of increasing the general level of wages 
is by reducing profits, or increasing output per head 
with the assistance of machines. But since the in- 
creased output could not find a market and machines 
must ultimately displace labour, the quarrel between 
Labour and Capital centres in the division between 
them of the aggregate income or profit that can be 
earned by industry, under the present system. 

Thus the cleavage of discontent and struggle in 
the community is between producer and producer, 
Labour and Capital, and again the “ consumer ” is 
jgnored. But it has been demonstrated that the real 
cleavage is between the producer and the consumer,— 
the defect lies in the financial, and not in the indus- 
trial, system. 

The reasoning imposed by finance therefore tends 
to conceal the real facts of the situation, and to inspire 
distrust between different classes functioning within 
the industrial system. The aim of industry must be 
to produce something, whether useful or desirable, 
or not, that can be converted into “ money,” and 
such production (though actually it may be a waste 
of productive. power) must be called “ wealth.” 
Similarly, the individual must endure a continual 
struggle for possession of purchasing-power, under 
conditions in ‘ standardised ’’ monotony becoming 
more and more insupportable, and as between the 
individual and industry in general, the one must 
strive for the greatest command of money and the 
other must strive to recover it from him by the most 
expeditious method. One must gain by another’s 
loss. 


controller of 
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The habits of thought engendered develop an ap- 
preciation of entirely false values, and certainly 
“ business morality ” has no relation to the ideals of 
either religion or philosophy. 

“ It is one of the most curious phenomena of the 
existing economic system, that a large portion of the 
world’s energy, both intellectual and physical, is 
directed to the artificial stimulation of the desire for 
luxuries, by advertisement and otherwise, in order 
that the remainder may be absorbed in what is fre- 
quently toilsome, disagreeable and brutalizing work ; 
to the end that ‘employment’ as a device for the 
distribution of purchasing-power may be maintained 
in existence. The irony of the situation is the greater 
since the perfecting of the organisation to carry on 
this vicious circle, carries with it a complete negation 
of all real progress. 

“ The common factor of the whole situation lies in 
the simple facts that at any given period the material 
requirements of the individual are quite definitely 
limited—that any attempt to expand them artificially 
is an interference with the plain trend of evolution, 
which is to subordinate material to mental and 
psychological necessity ; and that the impulse behind 
unbridled industrialism is not progressive but re- 
actionary, because its objective is an obsolete financial 
control which forms one of the most effective instru- 
ments of the will-to-power, whereas the correct ob- 
jectives of industry are two-fold: the removal of 
material limitations, and the satisfaction of the 
creative impulse.’ (C. H. Douglas: “Economic 
Democracy.’’) 


THE STRUGGLE FOR FOREIGN MARKETS 


The morality imposed on industry and the con- 
current necessity to export goods AT ALL COSTS, 
is typified by the remarkable record published by 
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Rear-Admiral Consett, ‘The Triumph of Unarmed 
Forces.” This is a straightforward statement of the 
facts observed by him as British Naval Attaché to 
the Netherlands. He proves by oficial figures that 
huge quantities of British goods were sent to neutral 
countries, in spite of his protests, and were either 
re-consigned to Germany or released other goods for. 
re-consignment. In the case of coal, the neut "als 
used British coal and sent their own to Germany, 
thereby releasing about a quarter-of-a-million miners 
for active service with the German Army. Millions 
of pounds’ worth of goods in excess of pre-war figures 
were exported from England to neutral countries, 
and the consignors must have been wilfully blind, if 
they did not realize that their goods helped an enemy 
to continue the slaughter of their own kin. The 
Government, also, by postponing the policy of 
blockade for thirty months after it was advocated by 
this author, displayed a tragic ignorance of the 


consequences of their action. 


Similarly nowadays there exists an apparently 
wilful blindness to the inevitable consequences of the 
present financial-economic policy. 

All industrial countries are working the same 
financial system, and therefore they are mutually 
unable to sell their total production at home. Foreign 
markets are vitally necessary to them, because ob- 
viously no country can support a permanently adverse 
exchange. Also, (apart from such creations as 
treasury notes), a favourable exchange is the only 
means of attracting the gold basis on which credit- 
currency is at present issued. 

But the exports of all countries are not merely 
surplus “consumable goods.” Staple British ex- 
ports, for instance, are MACHINES for the produc- 
tion of those very commodities (such as cotton or 
steelware) which are also staple British exports. 
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All industrial countries, therefore, are continually 
expanding their power of export, and the equivalent 
necessity for exercising that power, while at the same 
time all foreign markets are continually being re- 
stricted by the expansion of their own productive 
powers, (apart of course from purely regional 
production). 

Since the financial penalties imposed on one com- 
munity, whereby one may gain only by another’s loss, 
operate also internationally, the end of such im- 
possible conditions must indeed be war. No nation 
can AFFORD to be peaceful, when that policy would 
mean national bankruptcy. 


FUNDAMENTALS OF THE ECONOMIC STATD 


It has been suggested during the progress of this 
discussion that the remedy would be suggested by a 
correct diagnosis of the disease, and this in fact is so. 
As originally stated, the remedy will be indicated, 
but not elaborated ; in submitting proposals so radical, 
the first step must naturally be a clear and definite 
recognition of the situation and the causes of the 
faults in the economic structure. But the detailed 
description of the proposals and their practical 
application are available in those works to which the 
present discussion is intended to be an introduction.* 

It is necessary to summarize certain fundamental 
conceptions concerning the structure of society,— 
facts which are in themselves, perhaps, quite obvious, 
but which have been ignored by the policy now con-: 
trolling the economic life of the community. 

(1) SOCIETY IS COMPOSED OF INDI- 
VIDUALS, and the impact of all laws and every 
policy must ultimately be on individuals. Also, the 


* “ Economic Democracy ” by C, H. Douglas. London: Cecil Palmer. * Credit 
Power and Democracy" by C., H, Douglas, London: Cecil Palmer. “The 


. H 
Community’s Credit” by C. Marshall Hattersley, M.A., LL.B. London: Credit 
Power Press. 
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eds of individuals for the elemental necessities of 
Tees be the foundation of the economic system, 
while every organisation aiming at the greater com 
mand of natural resources must depend. upon the 
association of individuals into co-operative groups 
reacting upon each other. The individual standing 
alone, without the infinite increment of this mee 
tion, would have no more power to satisfy his needs 
than the man of the stone age. Therefore the founda- 
tion of the economic system is consumer's demand, 
and its satisfaction by the association of individuals 
for the control of natural ee The foundation 
i >» community itself,—therefore 
È () PRODUCTIVE INDUSTRY IS A COM- 
MUNAL ASSET, the only justification of which is 
the satisfaction of INDIVIDUAL needs and desires 
by the ASSOCIATION of individuals in producing 
organisations, for the exploitation of natural wealth 
to the fullest capacity possible by scientific applica- 
ion; thus 
' (3) MANUAL LABOUR SHOULD _BE DIS- 
PLACED BY MACHINERY to the limit of inven- 
tion, so releasing men for the service of the Lae 
instinct,—(naturally directed to the pro - 
the industrial engine, and the further curtailmen 
the socially-necessary ae Cad a these, the 

nditions of the economic statc,— : 

Pe ONEY IS MERELY THE MECHANISM 
OF DISTRIBUTION, and its uses are confined to the 
convenient expression of the claims of meee 
upon the stream of economic utilities produced by 
the industrial system. meres cats 

(5) COMMON CULTURAL INHERITANCE IS 
AN AGENT OF PRODUCTION. The association 
of individuals in the community has built up an in- 
heritance that is passed from generation to generation 
with a cumulative value. ‘Our heritage is the 
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command of Nature by science i 
and the eliminati 
eae a by machinery. It compass peed 
ndustrial, social, and political organi 
tion, education, religion and haired ander: 
e 2, T the h 
as of civilization. Capital eee ie i 
ra Labour without Capital is practically 
Ta eA Paa mers and muscle, apart frail 
le C Vultural Inheritane i 
oF ganised and ineffective.” (O. Mo PA E a 
r n recognised, then it must be admitted that :— 
E ) LIFE (i.e., citizenship), AND NOT MERELY 
Be ee THE INDIVIDUAL’ 
Horn into end living tna aday Ga ee 
to o ig in oclety built up by mz 
ee ae aoe gi on ancestors A 
i our by hand or brain, ca 
o Pa 2 sustenance and of een 
eae apacity of the economic power of pro- 
These propositions are i 
: recognised as 
sie statement of the “ Analysis of Credit” Ta 
o a ten, and they may be summarized into the 
ae ate sage Llane that the Real Credit of the 
e Potential Demand of the indivi 
consumer, operating upon the Potenti a e 
l per | ential 
economic utilities provided by scientific ae is 


It must be recognised finall 
cogn that 7 

trend of scientific control Ot m 

and its conversion ivto economic values, 

makes the problem of the future NOT THE 

FINANCING OF MANUAL WORK, BUT 


THE PROVIS 7 
LEISURE, ION FOR INDIVIDUAL 


Carrying these fundamental conceptions into a more 


practical interpretati i i 
be cuintiatiees a ation, the following points must 
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. (1) The real income of individuals is the actual 
CONSUMPTION of economie utilities, and their 
income should be measured by the quantity of such 
utilities available for their use. 

(2) Therefore the individuals of the community 
should always possess sufficient money-tokens to pay 
for all the CONSUMABLE goods made available for 
their use by industry, and new goods should be 
balanced by an equivalent issue of new money. 

(3) Obviously the money issued will benefit in- 
dividuals only if issued direct to them, and not 
issued as a cost of production. The point of contact 
is price, and price-regulation becomes an apparent 
necessity, and individuals should be required to pay 
only for those commodities actually consumed. 

(4) Finally, Production that is not consumed by 
individuals, and remains as an asset in the com- 
munity, and particularly in a form increasing the 
-power of production, must be regarded as an addition 
to the communal wealth or Real Credit, and should 
not be charged to individuals in the price of Con- 


sumable goods. 


THE DEFECTS SUMMARIZED 


The disease that afilicts the social organism has 
been discussed from various aspects during the pre- 
ceding chapters, and the faults can now be sum- 
marized by reference to the fundamentals set out 
above, following the same numbers : 

(1) The individual as consumer is ignored. 

(2) Productive Industry functions to a financial 


‘end, as the distributor of purchasing-power and its 
immediate recovery by prices. 

(3) Manual labour, or service by hand or brain, is 
the only recognised claim on purchasing-power ; 
therefore financial policy is antagonistic to scientific 
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invention, since machine-labour meang destitution for 
the human labour displaced. 

(4) Money has become the instrument of Financial 
Policy as laid down by the Money Trust, and is used 
primarily as a Producing agent to express Costs and 
Prices, and not as purchasing-power. 

(5) The Common Cultural Inheritance is denied 
recognition as an agent of production, and conse- 
quently Labour and Capital (who are also consumers 
in common) are living in continual antagonism. 

(6) The claim of the individual to sustenance by 
citizenship, is recognised to-day on the destitution- 
level by Old Age Pensions, and by unemployment 
relief. The latter, however, is in effect a mere insur- 
ance against a revolt promoted by the apparently 
inevitable evils of the present system. But so far as 
a reasonable standard of living ig concerned, no claim 
on the stream of production is recognised excepting 
the wages system of reward for labour. Considerable 
numbers of individuals, however, do receive their 
whole income as dividends from investments,—the 
dividends of course being provided by the labour of 
others, 

Regarding the four points of practical interpreta- 
tion, the faults were stated in detail in Chapter 
XII :— 

The Consumer pays for all goods produced :— 


CONSUMPTION PAYS FOR ALL 
PRODUCTION, 
and all new money issued is included in the 
cost of production on which price is based, 
the consumer being ignored. Under present 
conditions, the Producer cannot sell at less 
than the Accounting Cost. 
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THE REMEDY: (A) THD JUST PRICE 


jor Douglas arises 
The remedy suggested by Major g 
quite arali from a recognition of the faults in a 
financial mechanism, as detailed in Chapter XII, 
and summarized above :— 


Tota ional Production represents the 
© secant national industrial activities, 
and is yalued at a Price based on Costs, 

a 100. 

(2) Total National Consumption represents the 
Real Income of the Individuals of the 
community,—that is, the goods and So a 
received to satisfy natural wants. Such 
consumption is measured by the pogchanini: 
power received for work and paid away Ta 
consumable goods, and the amount available 
as purchasing-power could buy only a por- 
tion of total production, say, — 50. 

(3) The Balance (since Total Production includes 
imports, and Total Consumption oe 
exports) represents an increase in : 
communal wealth, and by the Users 
system it is paid for by financial credits, 
issued by the Money Market. 


it i ‘ 100) in the 
t is sought to charge the full price ( 
eet coneainable goods, and the results have ee 
ah to be disastrous. The Douglas proposal is, 
therefore, that 


d 

rice of Goods to the Consumer shoul 

oe eae only the Real Benefit received a 
him as an individual, and should our 
nothing to cover the increased real credi 
accruing to the community in general. T 

(2) The Balance now controlled by T 
credit issued from the money market should 
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ae Sa ea a 
be covered by drawing on the financial 


credit of the community as a w = 
is, from the Treasury. di whole,—that 


The interpretation of this a plied t i 
i ; o the a 
figures given above would be iis Sart, 


Total National Production =Pre i 

: vati =Present Price= 

Total National Consumption = Real Benefit = 50 
The Ratio of Real Benefit to Price = wbor} 


That is to SAY, the Price of the T i 
a e Total National 
Consumption, if regarded. as Real Benefit, should be 
one-half of the price of Total National Production 
and this ratio is called the Price-Factor :— i 


“In a community where the Financial Sy 
based on Real Credit, the Just Price ere 
article to a Consumer bears to the cost of 
its production the same ratio as does the 
Gross Depreciation of Communal Real 
Credit bear to the Gross Appreciation 
thereof’ (C. M. Hattersley) 


and the formula could be stated :— 


, Total National Consump- 
Just Price a tion of Real Credit (50) 
Cost Price Total National Production 
of Real Credit (100) 


= Price-Factor= 4 


Therefore the price of an article now pri 

an article priced at £1 
(including all cost and profit) to the nade: would 
be multiplied by the price-factor } and sold to him 
for 10/-, the balance being covered by a Treasury 
issue. i 


Lere, pe aeee S ea e cee nce ante aaaea a: 
et ~ 
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THE REMEDY: (B) NATIONAL DIVIDENDS 


The second part of the Douglas proposal is a frank 
recognition of the Common Cultural Inheritance 
entitling every individual to an equitable share of the 
production of natural wealth made possible by com- 
munal association. 

This right is in fact already recognised, as pre- 
viously noted, by pensions and “doles,” and so far 
from being “ demoralising’” as giving “ something 
for nothing,” it is founded on @ proper conception of 
the foundations of society, and is both eminently 
desirable and ethically justifiable. 

The desirability of some system of National Divi- 
dends becomes self-evident, when it is remembered 
that even to-day a full use of scientific inventions 
eould reduce man-labour by probably 75%, and there- 
fore deprive that portion of the community of the 
only presently recognised claim on the necessities of 
life. Real Credit is a communal asset,—it does not 
belong to any particular section of the community, 
but every individual member, as such, is justly en- 
titled to share in the natural wealth produced by 
Industry. Deny this, and Society is at once placed 
on a stone-age basis where the fittest only will gain 
his rewards by the right of might. 

It will immediately be asked: where is the 
« money ” to come from to finance national dividends? 
Tragic memories revive the statements made by 

“ experts ” in 1914, that the War could not last very 
long, because the money did not exist to carry it on! 
Yet the money was “found,” and we have identified 


its source. . 
The Douglas proposal is made on the assumption 


that 
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(1) The economic system will be based on Real 
Credit and not on Financial Credit. 

(2) Prices will be scientifically regulated by the 
“Just Price” formula. : 

(3) The Treasury issues will not be inflationary, 
but will be issued only against increased 
production (Real Credit). 


Therefore the proposition suggests that the question 
should be, not “ Where is the money?” but ‘Can 
the goods be produced and delivered,” and if they 
can, on the fundamental conception of the purpose 
of industry, financial credit (purchasing-power) 
should be issued to balance the new production :— 


EFFECTIVE DEMAND SHOULD BE MO- 
BILIZED by the Real Credit of the 
Community and not by the purely fictitious 
power now exercised by the Money Trust 
operating by its Financial Credit. 


National Dividends would be based on the Real 
Credit of the community, and could be introduced 
gradually by the practical application of price- 
regulation. They would be available from credit- 
_ creation for capital development, when such credit 
was operated for the benefit of, and controlled by, 
the consumer. The evidence of the past assists in 
understanding the point. 

It has been demonstrated that every £1 beyond the 
value of actual legal tender, within the whole financial 
system, including the “frozen currency ” represented 
by investments, must have been created by financial 
credit created by the Money Trust. Under the 
Douglas proposal, not only would Capital expansion 
have been much more rapid, but an increasing pro- 
portion of the “money ” would have come from the 
proper source,—the Government acting for the con- 


sumer. t \ s 
would have become in an increaslD 


of the community in gen 
“financing leisure’? wou 


“ unemployment ”’ u 
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of the proposals will make the point clear. 


ment of the practical application 0 
posals cannot prece 
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‘vidends earned by industry 
Therefore the divide ame ge ihe ineoine 


eral, aud the problem of 
ld have been solved; the 


lly would have lost its 
Pes al application 


PRACTICAL APPLICATION 


be emphasized that a state- 
ae £ the Douglas pro- 
de an acceptance of the principles 


hich they are based, and a recognition of the 


Gefen At that stage, just 
defects they propose to remedy. i. yeni pas 


1 

remedy has been seen to follow ee 
sate of the disease, the practical el peries 
will be found to be a matter of accountancy orga 


tion, involving change of control of policy rather 
than obvious changes of method. 
The points to be aimed at are :— 


At this point it 


i alation. 
P E ol on behalf of the Consumer. 


National Dividends. 


And at the same time certain effects must be 


avoided :— 
terference wit 
ust be no Government in 
E administration of industry. 


No expropriation. l 
Protection of present rights. 


i i arding Na- 
collection of information Teg g 
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isation 5 t of itis done alreaay. atis | 
Tay ot the cost (or Price-building) and the 
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sales of the producers, middl 
A emen, and retailers 
Has country, for all_goods,—capital, A PEE S 
T Gee To ne one possible method,— 
regulation of the Companies Act rega i 
nook keen and audit were extended to erry fat 
by poe and ba compulsory, then 
ya pria ms issued against “li 
Hat (similar to a Company’s ‘Gertiiente of Ton 
pora Pie the necessary particulars could be collected 
dee Paes. aey confidential form, either 
; a duty upon the auditor wł 7 
business, und gulati he tesa 
to appoint er such regulations, would be required 
he Price-factor could thus bi i 
è published at th 
acta Beart ae be operated during ane 
e ; e duference between ‘ total i 
(including profit) and “pri i gre: 
price received” from th 
consumer under the price-factor, being j : 
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, the profits : 
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ee a ee percentage on the cost. i ae 
nilation would thus be avoided automati 
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T eer would be a financial 7s ett 
n increased power of producti 
by Rogie on of such credit-issue could T a 
e earing Houses, —working on li 
organisation very similar to the re 3 alee 
; sent B 
aoe House, organised by APO Banke ” 
oe A SER Replace of Credit and the National 
e operated by the creation of - 
nee Banks for each industry. The existing baa 
rg system, of course, would be the most easily 
a opia and most efficiently organised, provided the 
control of policy was relinquished. The Directors or 
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proprietors of all businesses would make all payments 
of wages and salaries direct to the Producers’ Bank 
in full. The Bank, as such, would pay no dividend, 
but from the date of its establishment— 


All subsequent expenditure on Capital account 
would be financed jointly by the owners of 
the businesses and the Producers’ Bank, in 
the ratio which the total dividends bear to 


the total wages and salaries. 


Thus (as in the case of currency-creation by the 
banks) when new money was necessary, for each £100 
subscribed £10 would be “invested” by the indus- 
trialists, and £90 would be a financial credit created 
by the Producers’ Bank. All such creations would 
be rewarded by “interest”? which would become 
available for distribution as ‘‘ National Dividends ”’ 
to all depositors (that is wage and salary earners) in 
the particular industry. 

Existing Capital would be guaranteed an adequate 


rate of dividend. 


The effect of such a policy is thus summarized by 
W. Allen Young (“ Dividends for All”) :— 
“ By means of the Producers’ Bank, the wage will 
' gradually give place to the dividend as a basis for the 
issue of money to the Consumer. Those engaged in 
Production will draw, as before, a remuneration 
either in the form of wage, or salary, for their work. 
But as time goes on they will become less dependent 
on such remuneration for existence. This will result 
in three important changes in the development of 
industrial life : 

(1) There will no longer exist a deterrent to In- 
vention. At present, wage earners are hostile to the 
introduction of labour-saving devices, since these tend 
to take employment from them, when practically the 
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only purchasing-power issued to them is in respect 
of such employment. 

(2) A temporary restriction in Production by one 
group of industries will not have such an immediate 
effect upon Consumption, as it does at present, and 
will not immediately cause other industries also to 
restrict their production. 

(3) Gradually the necessity for unemployment doles 
will be diminished, until eventually it will be re- 
moved, 


SUMMARY 


The weight and value of the suggestions are ob- 
vious, and, though opponents of the proposals have 
made various ‘“ practical ” objections, they have all 
been answered, and a further study of the subject 
will convince the impartial student that the Douglas 
proposals are in fact the only practical solution of 
the present industrial and international deadlock. 

The practical implications of the new economic 
theory are well summarized in “The New Age” of 
October 16th, 1924, in the treatise, “ Through Con- 
sumption to Prosperity ” :— 

“There is nothing to prevent its immediate in- 
auguration by the Government and the banks. 

“It begins by doing what all other policies merely 
promise to do—abolish want. 

“It can support in comfort every person whose 
services are not required by the industrial system ; 
and therefore eliminates the Unemployment problem. 

“It encourages the use of every labour-saving 
device that Science can offer, and adequately rewards 
the inventor. 

“ It solves the problem of harmonizing the interests 
of the capitalist and the worker within the industrial 
system. 
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“Tt abolishes the conflict between the parties to 
production on one hand, and the community (as the 
‘consuming’ party) on the other. > 

“ It affords a means of enabling the citizens of this 
country to pay all necessary taxation. ; — 

“It does not conflict with any political principle. 
It underlies all politics and unifies them. 

‘Tt frees politics from all sordid elements, and 
attracts back to Parliament the ‘best men.’ 

«It wipes out crime in broad sweeps. 

“Tt leads to a short working day for everyone. 

“Tt expands the home market and enables industry 
to recover all its costs and keep solvent without being 
obliged to press its surplus products on foreigners, 
as now. 

“ Therefore it is the most powerful of all factors 
in maintaining Peace. 

‘Tt establishes willing co-operation in the place of 
sullen compulsion as a basis of society. 

“Tt sets free funds for the development of every 
cultural and spiritual objective, and provides leisure 
for their pursuit.” | . 
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CHAPTER XIV 


ALTERNATIVES :—PREJUDICE AND POISON- 
GAS OR THE NEW AGE 


A CEREMONY OF REMEMBRANCE. 11/11/1924 


Ox this day a ceremony of remembra 

honoured before the irine ofa a T 
bowed multitudes have kept a rendezvous with absent 
friends, and when at a point of Time the clangour of 
the world’s work ceased, for two minutes perhaps the 
eternal Silences came down and enveloped the listen- 
ing throngs, it may be, with unspoken messages from 
the silent-footed battalions of the dead. 

And then to all whose memories are not bounded 
by a brief span of fleeting years, the spirit of surcease 
and rest was revived as it was. experienced by many 
weary men in 1918, when ended “the War to end 
War.” Then came a vision of the flood of haggard 
veterans and careless boys who, relinquishing the far 
fields to those quiet ones who will yet remain there 
came home to a life they had almost forgotten how 
> oa Wes for the land of promise, and finding 

s stead the unavailing “ ises ” incer 
i see availing ‘ promises ” of sincere but 
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THE DEBT UNPAID 


At that time came the tramping of eager feet on 
every roadway and in every homestead, and, with the 
weight of an impossible horror removed, the com- 
munity of individuals turned to the pleasant ways of 
Peace. 

For many years the industrial engine had answered 
every call, and even in the absence of the men, the 
normal ‘ producers,” the obedient Genii of the mine 
and forge and factory had poured forth miraculous 
quantities of wonderful products. Therefore it was 
thought that with the new strength born of trial, and 
with the relief of five million new labourers, eager to 
build a home to obliterate the memories of war, the 
power of producing the real wealth of comfort and of 
culture would be not only as great as, but infinitely 
greater than, the acknowledged and fearfully- 
demonstrated power of producing the instruments 
and materials of destruction. These things of death, 
even so, had been provided in addition to a com- 
fortable standard of life for millions of soldiers, and 
a not-too-low provision for the great population at 
home. 

For a time, the stream of production was in fact 
maintained, and a short period of prosperity—from 
the point of view of REAL WEALTH—was experi- 
enced by the hopeful and thankful peoples. But, 
even as the effects of the “inflation ” circle was be- 
coming evident, something “ mysterious” happened, 
—which, perhaps, we have now recognised clearly ,— 
and the country was plunged into a disaster of bank- 
ruptcies, unemployment, destitution, strikes, and 
unfathomed miseries for those clinging desperately 
to the lowest fringes of the “ economic ” organisation, 
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Therefore on this day of remembrance eight hun- 
dred thousand veterans, honouring the memory of 
their comrades, face the fifth winter of an ordeal of 
unemployment that has tried them more sorely in 
mind, in body, and in spirit than even the same period 
of war. To the sorrowful dishonour of the nation be 
it said, that many of these men, who had already 
earned their “ right ” to live by the offer and risk of 
_ life itself, have looked in their time of trial on the 
pinched faces of their dependents, and wished that 
they too had been called “ Absent ” at the last muster 
of the great struggle. 


Is this the price of progress? Must War be 


honoured with the genius of production, and Peace 


denied the right to live, except in a state of destitu- 
tion? 


PREJUDICE— 


Yet to-day the unthinking mass of those to whom 


“í poverty ” and “ revolution ” are only meaningless 
terms, are as blind and prejudiced as those wise men 
of 1914 who prophesied, good people, that no “ world- 
war” could last very long because there was no 
“ money ” in the world to pay for it. 

They were mistaken; it was a very tragic mistake. 
It took ten million human lives to prove them wrong. 
But they were wrong, these advocates who would 
uphold “ the old tradition ” in economics, and who 
now with sublime audacity instruct us that “ to 
criticise the banking system is very like a com- 
mercial form of what is called “ sedition ” in the 
political sphere.” (A. W. Kiddy, “ Spectator ” 
20/10/24). The money was found ; Some £100,000 
million of it, by the nations of the world; £38,000 
millions have been added to the National Debts alone. 
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Can the system that is thus able to produce fabulous 
amounts for destruction of every human ideal, and 
that must restrict nations in times of Peace to the 
whipping-posts of penury, consider itself immune 
from criticism? 


he Financial System is indicted as the unsus- 

i pected cause of Poverty and War, and on 

it must lie the responsibility for the veed- 

less misery of this time, for the rumblings 

of discontent and revolution in every in- 

dustrial country, and for the greater storm 

that is even now gathering to the point of 
inevitable catastrophe. 


Yet Prejudice in his blindness, being disproven in 
his contention of 1914, to-day suggests other things 
that will make “ the next war 4 impossible, The 
unsuspecting peoples are lulled into a false security 
by the constantly-repeated formula : 


rld is “poor” because of the last war. 

i Tt is too oar to afford another one. What 

is needed most is toil,—hard toil by every 

worker, and economy of consumptiou, 80 
that “ costs may be reduced.” 


Produce MORE and consume LESS! What a 
bitterly cynical lesson to teach a nation with 
14 million unemployed, and double the number on 
“ short time ’’—representing fully 15,000,000 of the 
population for whom no adequate work exists. 

This ironical sermon has been preached within the 
past week by Mr. G. K. Chesterton, and by the 
leader-writer of a prominent daily newspaper, both 
men of great intellectual standing. 
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But they are obviously preaching from a basis of 
ignorance; to tell two and a half million people look- 
ing for work to “ produce more” and “ work 
hard” (i.e., so that output per head be increased and 
Costs reduced) is a mockery of the facts. Do these 
gentlemen really understand the implication of 
financial economics; if so, why do they deliberately 
ignore the facts which are evident on examination of 
the Douglas analysis? ~ 


—AND POISON-GAS 


The most up-to-date argument adduced to prove 
the impossibility of the next war, is the new power 
of the potential chemical or electrical warfare and 
the use of aerial fleets in connection therewith. 

The public is familiar with the published accounts 
of the death ray, of new explosives, of space-devouring 
guns, of burning and scalding and corrosive and 
generally diabolical poison-gases, and of possible 
destruction by wireless wares,—and finally, of the 
power of launching these evidences of frightfulness 
against not armies alone, but the unarmed and 
defenceless civilian population of combatant countries. 
It is suggested that the power of destructions is so 
great, that another world-war’ simply could not 
happen, because if it did it might quite possibly mean 
the destruction of the (white) civilization in which 
we move. 

But the world has in fact a number of “ little ” 
wars in progress, and has experienced several first- 
class international quarrels. The League of Nations 
is flouted, and has no apparent weight in the councils 
of the nations. In spite of an alleged disarmament, : 
the bayonets in Europe at least equal those of 1914, 
and the very nation that instigated the disarmament 
conferences is quite obviously suffering from an attack 
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of martial fervour, concurrently with a new-found 
need of opening and maintaining foreign markets. 

Further, the industrial countries of the world, in 
spite of internal stagnation, are in possession of an 
engine of production in cach case infinitely greater 
than that operating in 1914; competition for foreign 
trade is much fiercer ; tariff barriers are growing, and 
the markets once insatiable are becoming self- 
supporting. $ 

With tr tendencies, the growth of “ class-con- 
sciousness °? within nations is rapid, and where 
formerly ‘‘ revolution ’? was a meaningless political 
term various doctrines based on force and mob-law 
are openly preached and accepted by millions of 
sincere men who have looked in vain for other 
guidance. oe 

A devastating responsibility lies on those who 
would deliberately prevent the community of 
individuals realizing the true course of events,—and 
the true guiding spirit of that course. By no 
reasoning can it be proven that another war will not 
follow the next serious economic quarrel; or that the 
next temporary inflationary ‘ boom ” will not he 
succeeded by a further and more disastrous ‘ slump 
leading a long step nearer to disorder, or ordered 
revolution. 

War is not a matter of degree. If one war cost 
ten million lives, the next war cannot be termed an 
impossibility because it would cost twenty, thirty, or 
forty millions. The complex of a kind of hypnotised 
prejudice that reasons thus is the same that assumes 
that.a whole combatant nation can engage in war, 
knowing itself to be unjustified. Whatever our 
opinions of the German people, we know that they 
suffered death by millions, and infinite hardships even 
to the remotest villages, —and it is not logical nor even 
intelligent to suggest that the morale necessary for 
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such results would have been evidenced, if at least 
the majority of the people were not convinced of the 
justness of their cause,—and of the complementary 
and comprehensive iniquity of our good selves, 
Examine the present attitude of the world-powers. 
Russia is avowedly an advocate of world-revolution. 
The astern and Central European states are as 
inflammable as ever before. Turkey defies Great 
Britain regarding territory (containing oil). Spain 
maintains a guerilla war of her own, The German 
revolutionary spirit is balanced by an Imperialist 
war-movement, that must grow in such a people pro- 


portionately to the repression imposed on them. The. 


relations of America and Japan were frankly 
strained to breaking-point on the immigration ques- 
tion, France maintains a preponderance of military 
strength in Europe unequalled since the time of 
Napoleon. Italy has changed her political destinies 
by force, and has administered on one point at least 
a severe rebuff to the League of Nations and the other 
Great Powers. 

If in such conditions the economic causes of war 
are still permitted to operate, the hope of peace is 
indeed forlorn. 


THE “f PROLETARIAT? AND REVOLUTION 


It must be observed that if the social evils pre- 
valent to-day are caused by a flaw in the “ system ” 
as apart from the attitudes of one class or function 
of society to another, the individual can only react 
against them; he cannot effect an alteration. 

But with the spread of education and the material 
evidences of advancing productive-power, the in- 
dividual will not be content with passive protest. 
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The organisation of labour. into groups a 
caused by its position as an economic es i a 
making bargaining-power a necessity. Une er a 
present defective system, the strike-yeapon is jus ii ; 
able; to demand from the worker a sense of ee 
responsibility by no means evidenced by aie aunt a 
(in business life) is not logical. Goods to-day : 
sold for what they will fetch, and so long as 1e 
present system lasts, Labour is merely a ‘‘ com- 
ity ”?” sold for wages. 
ie ince the ndane errors of „the system 
make it impossible for any form of bere Oe 
or political organisation, as such, to i ng 
standard of living very. much above the subsis a 
level, the growth of a more aggressive spirit is aD a 
standable. Tragically, the aggression has eu 
form of the preaching of class hatred; misun oi 
standing causes, the leaders of the Saeed 
proletariat have read effects for cause, and nat 
the instruments of the system for the defects of the 
m itself. , 
Therefore the preaching of revolution goes on, a 
must sooner or later bear fruit. Italy, E 
Germany have experienced its effects, and even : 
armed rebellion has not occurred, discontent ha: 
ssion in many ways. , , 

Eon spirit of ‘dicot antagonism wae the 
“ master-class ’? oppose to a movement founder’ on 
ideals, is not worthy of a ruling caste, however bow or 
ful. If millions of workers have a sincere griey ies 
against social conditions, their opinions laa ae 
to respect and consideration. The Douglas 1 y 5 
has shown the grievance to be justified, and has 
identi he cause. 
sie tah of inflation, with strikes for higher 
wages, and perhaps a brief taste of increased Teal i 
reward, with deflation, and more strikes to resist 
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THE OPPOSITION COMPLEXES 


The pres iti 
ae ane sa porron appears to be that even those 
e Pie 1 necessity for an economic equili- 
ae i me kind, are not prepared to acce t 
n that cuts across certain beliefs which PR 
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(1) That Poverty i senti 
l ae yee S an essential part of- the 
(2) That Unemployment is & normal and essential 
s apaniment of industrial activity (Thi 
s recently stated in the “ Times” leader; 
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(3) That Trade Cycles are inevitable. 
(4) That the Purpose of Industry is to provide 
Employment (the wage system). 


(1) It is to be feared that many of the wealthy and 
cultured members of society do not realize the 
existence of poverty at all. The meaning of actual 
want is not understood; the misery of a continual 
bondage under “ the iron law of wages,” when indus- 
trialised cities have removed the natural amenities 
of ruder communities, does not come within their 
experience. Others seem to seek religious sanction 
for poverty as a function of society; the poor being 
necessary for some ultimate purpose. That belief is 
not religion ; it is blasphemy ; it is only tenable if the 
wonders of scientific knowledge are considered to be 
the rewards of the few specially favoured of God, 
which would be repudiated by every person if con- 
sidered in such a way. 

(2) Unemployment is used by the holders of such 
a belief as affecting the worker who is denied the 
right of earning wages. But scientifically unemploy- 
ment in industry should grow continually and become 
the rule rather than the exception. Some millions 
now live on dividends alone; “ Dividends for ALL” 
is a natural order of evolution. 

(3) So strong is the belief in the alleged inevita- 
bility of trade-cycles, that diligent search will show 
the following to be two theories very widely- 
accepted as proper explanations :— 


That trade cycles are caused by the variations of 
Sunspots 


or 

That trade-cycles are caused by the alternations 

of business-men from optimism to pessi- 
mism, and the reverse. 
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Placed beside the scientific and obviously 

sense analysis of Major Douglas, ‘hese theories 
become very unsatisfying; an economic equilibrium 
is compared to absolute mis-regulation., - 

(4) The purpose of industry has been fully dis- 
cussed in a previous chapter, but undoubtedly until 
this and the preceding “ oppositions ” are overcome 
by those capable of appreciating the Douglas 
analysis, and putting it into operation present 
conditions will get worse with increasing rapidity 
, The danger is world-wide; each industrial country 
is aflicted with the same problems, and internation- 
ally their attitude of distrust and suspicion resembles 
the bravado of untutored hooligans. Either by 
peter world-war, or by an ever-widening class- 
atred culminating in open revolt, the danger must 
be considered as one affecting the very civilization 
K has created the problems. 

e point of hope, however, is to be i 

fact that the defects of the system are E Ser 
revealed, and are already recognised by the con. 
trollers of finance, and by those who can mould and 
guide “ public $ opinion into the beliefs founded on 
their own policy. Therefore, since the Douglas 
Credit Proposals are capable of immediate applica- 
tion, and would at once remove the internal causes of 
discontent and disorder, there is nothing to prevent ° 
the hope that the remedy will be adopted and applied 
by those best able to administer it —the present 
financial operators. It could be done because it 
means increased Real Wealth for many with no 
reduction of the present wealth or position of any 

But if the will-to-power should prevail, then the 
ever-expanding industrialism that is capable of build 
ing the edifice of the new age must disintegrate by its 
own momentum, and lie as a shattered ruin į the 
path of an infinite advance. ee 
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THE ASTRONOMIC UNIT 


The genius of the human race has harnessed the 
lightning and subdued the elements. Man rides the 
storm and propels his body through space. A few 
years hence and he shall circle the earth with the 
speed of the whirlwind, and his voice shall speak 
from continent to continent like the word of a neigh- 
bour to his friend. The vision of things unseen shall 
be brought before him and his eye shall probe the 
further universes where the greater Earths have 
found their wisdom, perhaps, from follies as strange 
as those of internecine strife and social misery. 

Almost consciously the questing Mind feels itself 
swinging on the mathematical dance with death as 
the Wanderer flies on his way through space, the slave 
of an invisible power that holds him balanced on the 
brink of utter oblivion. Yet, in this consciousness, 
and looking outward into immensities of silence and 
grandeurs of illimitable power, the mind of man 
retains the courage and the fearless strength of a 
sublime hope. 

In such perspective, he recognises his planetary 
home as a thing infinitely small, amongst the 
infinitely great, and it is not too soon to suggest that 
such a genius of achievement and such a sublimity 
of hope should be turned for a space on the ignoble 
and destructive struggle between man and man, or 
nation and nation. 

If all men should be equipped with an economic 
security, and a freedom for self-development and ex- 
pression, and if every nation should be in fact, as it 
is in theory, a family or tribe functioning economic- 
ally for the common good, it does not seem too much 
to hope that in such conditions the Astronomic Unit 
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The literature relating to the proposals of Major Douglas Is 
already extensive, but it is possible to master both the proposals 
themselves, their practical application, and their precise relation 
to current economic thought (and facts), by a judicious study of 
the volumes set out below, according to the temperament of the 
reader. Many renders of the present discussion nay be inclined 
to take up the works of Major Douglas himself if they have 
not already done so, and form their own conclusions. 


(1) Original Statement of the Douglas Analysis. 


“ ECONOMIC DEMOCRACY,” by Mason C. H. Doucias, 
M.1.(Mech.)E. (6/- net). 
“ CREDIT-POWER AND DEMOCRACY,” by the Same. 
(7/6 net). 
(London: Cecil Palmer, 49, Chandos Street, W.C.2). 

A new and fundamentally important analysis of the present 
economic system, demonstrating the effect of the anti-social policy 
on which it works, and stating n constructive and sclentivic 
alternative. 


"Major Douglas’s proposals, outlined and explained in these volumes, have 
for some months occupied an important place among the various plans put 
forward to counter the economic crisis through which the country is passing. 
It is indeed possible that before many months have passed we may see them 
proposed. It would surely be a good thing, therefore, in a country that prides 
itself! on being a democracy, that such ideas as these should be canvassed 
publicly and some definite opinion formed regarding them."— Tur Tres.” 


(2) Re-Statement and Explanation. 


“THE CONTROL AND DISTRIBUTION OF PRO- 
DUCTION,” by Masor C. H. Dovcras. (7/6 net). 
(London: Cecil Palmer, 49, Chandos Street, W.C.2). 


This book is a commentary and a re-statement from several 
points of view of the Author’s convictions on the credit and price 
regulation problems, which are now being discussed all over the 
world, and notably in the Canadian and South African Parlia- 
ments, where it is recognised that the problems with which they 
deal are at the heart of the general and growing unrest. 


‘© THE DOUGLAS THEORY,” by Masor C. H. Douctas, 
(6d. net). 
A reply to criticisms of Mr. J, A. Hobson. 


(8) The Philosophy of the Subject. 


“ SOCIAL CREDIT,” by Magor C. H. Doveuwas. 
(6/- net). 
(London: Cecil Palmer, 49, Chandos Street, W.C.2). 


A consideration of many of the injurious and tyrannical 
practices which obtain support in Great Pritain and Ameriea 
under the cloak of such words as Justice and Democracy, and 
the object lesson provided by Russin, and possibly by Italy and 
Spain as the consequences of their extension, may serve to 
emphasise the necessity for clear thinking. 

In these pages the Author endeavours to Indicate the general 
Nnes which, it would appear, are essentlal in deallng not only 
with the conerete problems, but the perverted psychology. 


(4) Explanation and Practical Application of the Douglas 
Analysis. , 
“ THE COMMUNITY’S CREDIT,” by C. M. HATTERSLEY, 
M.A., LL.B. (5/- net). 
(Credit Research Iibrary, 70, High Holborn, W.C.1). 


. A reasoned consideration of the theoretical content and 
practical Iimplleatlons of the Douglas Credit Proposals, 


(5) Other Publications. 
“ UNEMPLOYMENT,” by Arruur Krrson. (5/- net). 


“ DIVIDENDS FOR ALL,” by W. Auten Youna. 
(6d. net). 
(The above are published by Cecil Palmer, London.) 
“ CARTESIAN ECONOMICS,” by Proressor Soppy. 
(London : Henderson, Charing Cross Road). 
For the study of the current financial and commercial system 
in practical operation, a concise statement 1s found in 


“THE PRINCIPLES AND PRACTICE OF COMMERCE,” 
by J. Srepuenson, M.A. 
(London: Sir Isaac Pitman & Sons, Ltd.), 

and the verious references in the preceding discussion to the 
works of Mr. Hartley Withers can be found in his books: 

“ BANKERS AND CREDIT” and “ OUR MONEY AND 

THE STATE,” 

which are published by Nash & Grayson, London. 
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